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AUDITING 2B (GAC2B01 / ODT2B01) 
LAST ASSESSMENT OPPORTUNITY  
12 NOVEMBER 2015 
 
ASSESSORS:  MS. S VENTER  
 MS. P RAMA TIME: 150 MINUTES 
MODERATOR: MRS. R SMITH MARKS: 125 
 
INSTRUCTIONS: 
1. This paper consists of ten pages. If your paper does not contain all the pages, please 
raise your hand so that a replacement paper can be handed to you. 
2. Answer all the questions. 
3. No tippex or pencil may be used on your answer sheets. Pages on your answer 
sheets that contain pencil or tippex will be marked as such and will not be eligible for 
a remark. 
4. All the examination regulations of the UJ and the policy document for students of the 
Department of Accounting will apply during this assessment. 
5. Keep this paper for your record purposes. 
6. The neatness, disclosure and presentation of your answers will be taken into account 
when marking your paper. 
7. Read questions carefully, if you need to provide explanations you should always use 
full sentences, refrain from simply naming facts. 
 
  
Page 2 of 10 
 
QUESTION 1 37 MARKS 
 
PART A 8 MARKS 
 
ParkEcho (Pty) Ltd is a new business that hosts live music shows on a monthly basis in the 
Johannesburg and Pretoria areas. ParkEcho has voluntarily committed to full adherence to the 
Code of Corporate Governance for South Africa King III.  
 
The current board composition comprises of the following: 
 
Director name Director 
surname 
Age Male/Female Role 
Jean Bosch 20 Male ParkEcho 
Founder and Managing Director 
Poppy Smythe 21 Female ParkEcho Marketing Director 
Susan  Rupert 23 Female ParkEcho 
Financial Director 
Lwazi Mabena 25 Male Khuluma Events & Production 
Expert 
(Mr Mabena is the preferred events 
coordinator for ParkEcho) 
 
ParkEcho Nominations Committee has received applications from the following individuals to serve 
on the board: 
 
Name Surname Age Male/Female Other information 
Zaheera Rama-Bosch 36 Female Zaheera works full time at the 
Parks Board. ParkEcho rents the 
public parks spaces from the Parks 
Board as the venue for the shows. 
Zaheera has been married to Mr 
Jean Bosch for 6 years now. 
Jakes Bongwana 31 Male Mr Bongwana is an entrepreneur 
in the retail industry. He has 
successfully launched two new 
businesses in South Africa over 
the last 3 years. 
Seabi Rasmeni 51 Female Mrs Rasmeni is a Gr 10 Economic 
& Management Sciences teacher 
at Thompson High School. 
 
Samson Ncube 41 Male Mr Ncube recently obtained his 
MBA from Harvard and manages 
his own music production 
company. 
Naledi Mawela 42 Female Mrs Mawela is a professional non-
executive and serves on 3 other 
boards. She is always well 
prepared for meetings and 
contributes greatly to efficient 
decision making. Mrs Mawela went 
to the same high school as Lwazi 
Mabena. 
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PART B 17 MARKS 
 
AWEdeet is a small audit firm based in western suburbs of Johannesburg. They have started 
focusing their marketing strategies towards limited assurances services as many companies 
expressed a need for reviews and other non-audit services. One of their first clients was 
Constructo (Pty) Ltd (hereafter Constructo), a construction company specialising in retail 
construction. Constructo (not an audit client) contracted AWEdeet to do a forensic investigation 
(not an audit of financial statements, financial information or other information) on a receipt of cash 
from Westrand Bricks (hereafter WR Bricks). The payment by WR Bricks was made by cheque and 
was made without any apparent services or goods provided. 
 
WR Bricks was subsequently awarded a material bricks supply contract by Constructo. The 
cheque was signed by the Chief Executive of WR Bricks. 
 
During an internal AWEdeet meeting on the matter, it is noted that WR Bricks has been an audit 
services client for the last 3 years.  
 
 
  
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
To support the Nominations Committee, identify and explain which applicants 
might be most suited to serve on the ParkEcho board of directors. 
 
(8) 
 
 
Total marks 
 
(8) 
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Discuss whether a Reportable Irregularity has occurred with regards to the 
scenario above: 
From the perspective of Constructo; and  
From the perspective of WR Bricks 
 
 
 
(2) 
(10) 
 
b) 
 
Assuming that the conclusion for part (a) is that a reportable irregularity has 
occurred, discuss the impact on the audit report. Also assume that 
management has made adequate and appropriate disclosure and the financial 
statements are fairly presented, in all material respects. 
(5) 
 
 
Total marks 
 
(17) 
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PART C 12 MARKS 
 
Luella and Associates has decided to go on an aggressive campaign to expand their client base. 
As part of their campaign they are considering placing the following advertisement in the local 
newspapers: 
 
Luella and Associates 
 
Public Accountants (SA) 
 
ANOTHER FRAUD – ANOTHER AUDITOR SUED! 
 
Would YOU leave your financial affairs in the hands of a FIRM which does not know what it is 
doing? 
 
SO JOIN US NOW: WE HAVEN’T BEEN SUED WHICH IS NOT SURPRISING CONSIDERING 
THE SUPERIOR QUALITY OF OUR PROCEDURES AND STAFF!!! 
 
As part of our December special you can get the following: 
 
- An audit engagement with an accounting service free of charge; 
 
- Value adding to your business (We have a wide range clients, and believe we can use 
information from our clients to add value to your company); 
 
- An all-time low fee (If you can beat this fee, your next job is free with us!). 
 
All this for ONLY R3 000!!! 
 
SO WHO ARE WE? 
 
Luella and associates 
Public Accountants 
PO BOX 2000 
Auckland Park 
 
  
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Discuss the ethical concerns that might arise from the advert when considering 
the SAIPA Code of Conduct. 
(5) 
 
b) 
 
List three personal consequences for a transgressor that might result from 
unethical behaviour. 
(3) 
 
c) 
 
Discuss the two types of independence requirements that auditors should 
consider for assurance engagements. 
(4) 
 
 
Total marks 
 
(12) 
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QUESTION 2 50 MARKS 
 
PlatMet Ltd (hereafter PlatMet) is based in Vancouver, British Columbia, Canada and 
Johannesburg, South Africa. PlatMet is listed on the JSE (Johannesburg Stock Exchange). The 
management team has a successful track record with more than 20 years of experience in 
exploration, mine discovery, mine construction and mine operations. 
 
PlatMet was formed in 2000 and is focused on the development of platinum operations. It holds 
significant mineral rights in the Bushveld Igneous Complex of South Africa, host to over 70% of the 
world's platinum production. 
 
The Company is focused on moving its first, high-grade, near-surface Western Bushveld Joint 
Venture (WBJV) Project 1 platinum deposit to production. 
 
PlatMet is active in platinum exploration in South Africa and Canada. The current focus for 
exploration is the New Waterberg Joint Venture Project on the North Limb of the Bushveld 
Complex with JOGMEC (Japan Oil and Gas Mineral Exploration Corporation) a state owned 
company. 
 
Load shedding has led to many significant production delays. In order to mitigate this risk, PlatMet 
has purchased 10 generators from China. Due to the urgency of the purchase, the procurement 
director did not request three quotes as per the PlatMet procurement policy. He contacted a family 
member who serves on the board of 发电机, a generator manufacturing company in Beijing. They 
were able to negotiate a gratuity fee of R 50 000 for the production director should the deal be 
secured with 发电机.  
 
The current economic environment has resulted in many cost saving strategies when it comes to 
extracting the platinum from the ore. Platinum ore is obtained from shaft mining (underground 
mining) and the mineral is extracted by chemical processes. PlatMet has developed a ground 
breaking chemical process for the most cost effective extraction process to date. A recent forensic 
IT (Information technology) audit revealed that PlatMet has been victim to industrial espionage 
after a hacking incident. It appears that the target of the hacking was the new chemical process. 
 
The PlatMet risk committee has not been focusing on purchasing forward cover in the form of 
FEC’s (Forward Exchange Contracts) to mitigate the foreign exchange risk. It appears that this was 
a mere oversight 
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YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Identify and explain the business risks that Platmet faces as evident from the 
scenario above 
 
Please structure your answer in the tabular format below: 
 
Risk Indicator Risk Explained 
  
 
(39) 
 
b) 
 
From the risks identified in section (a) above, indicate the biggest risk to 
Platmet in your opinion. Also explain why this is identified as the biggest risk. 
(2) 
 
c) 
 
Draft an email to the PlatMet board of directors and explain the risk 
management recommendations as per the Code of Corporate Governance for 
South Africa King III. 
(5) 
 Precision & Interpretation Marks (4) 
 
 
Total marks 
 
(50) 
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QUESTION 3 18 MARKS 
 
Juice Resolution (Pty) Ltd (hereafter ‘JuiceR’) is an established company with a holistic concept 
that not only omits all the effort out of juicing for you, but offers various packages and detox plans 
to suit your lifestyle and nutritional needs. Their passion is sourcing amazing produce, extracting 
the juice in the gentlest way possible and making it incredibly easy for you to enjoy. They’ve also 
devised various detox programmes and have over 60 juices in their repertoire. Apart from the best 
quality juice imaginable, their distinctiveness is in the support they provide for your juice detox 
journey. 
 
JuiceR has approached D&T, a new audit firm, to be their auditors for the financial year ending 
31 December 2015. GMPK was the previous auditors of JuiceR. Upon inquiry into the reason for 
sourcing new auditors, it was noted that the financial director of JuiceR was the best friend of the 
founding partner of D&T. JuiceR was happy for you to contact GMPK and had also given them 
permission to discuss the matter with you. GMPK just mentioned in passing that JuiceR was not 
the most prompt paying client. They noted, however, that no fees were ever written off. 
 
The founder of JuiceR, Mrs Ohjay, is the daughter of a family known for violent crime and money 
laundering. Mrs Ohjay does however not have a criminal record. 
 
A background check on Mrs Ohjay revealed that she had a bad habit of speeding and has 
accumulated quite a big outstanding amount with the JMPD (Johannesburg Metro Police 
Department). She is also the accused in a pending court case for perjury (lying under oath). She 
has been very persistent of her innocence. 
 
 
 
  
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Name the three steps to pre-engagement activities as per ISA 210. 
 
(3) 
 
b) 
 
Discuss whether Juice Resolution would be found to be a favourable client after 
the client screening.  
(8) 
 
c) 
 
Explain the components of audit risk and the relationship between these 
components. 
(7) 
 
 
Total marks 
 
(18) 
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QUESTION 4 20 MARKS 
 
PART A 4 MARKS 
 
After graduating from university, David Preez used money he had inherited to invest in a business. 
He started a company, Preez (Pty) Ltd and began manufacturing shoes. 
 
You are the newly appointed internal auditor at Preez (Pty) Ltd. During the course of the first audit 
you discover that there are many weaknesses in the sales/debtors system. You inform David of 
these weaknesses and he naively replies: 
 
“But what can go wrong with sales and debtors?” 
 
PART B 7 MARKS 
 
You are a member of the internal audit department at Big Insurers. As part of the departments 
regular internal control reviews you have been assigned the task of auditing the bank and cash 
section.  
 
Upon commencing the audit you found the following “fraud” taking place: 
 
An agent for an insurance company collected the insurance premiums in his territory. He used the 
funds to pay for other operating expenses rather than remitting the payments as received. As more 
payments were received, the agent merely recorded the second batch of payments on the 
accounts of customers included in the first batch, and so on. An examination of the bank accounts 
revealed that the deposits made by the agent did not correspond with the reporting to the home 
office. In fact, the bank account was short nearly R1.2 million. 
 
 
  
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
In response to Mr Preez’s statement, explain “what can go wrong with sales and 
debtors?” with a focus on the risks inherent to sales and debtors cycle. 
(4) 
 
 
Total marks 
 
(4) 
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Identify and explain  the “fraud” that is taking place 
 
(3) 
 
b) 
 
Describe briefly the characteristics of a company where this type of “fraud” is 
most likely to take place.  
 
 
(2) 
 
c) 
 
What is the definition of internal control? 
 
(2) 
 
 
Total marks 
 
(7) 
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PART C 5 MARKS 
 
You recently obtained a certificate in computer security. Your best friend approached you for 
advice relating to money stolen from his bank account. He received the e-mail below from Paypal 
and a week after responding to the e-mail, he found that over R200,000.00 was stolen from his 
bank account.  He has asked you explain to him what has happened. 
 
 
 
 
  
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Identify the type of on-line crime and the characteristics of this type of crime. 
 
(3) 
 
b) 
 
List any two other on-line crimes. 
 
(2) 
 
 
Total marks 
 
 
(5) 
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PART D 4 MARKS 
 
You are a member of the audit team engaged in the audit of Bamboo (Pty) Ltd, a furniture 
manufacturing company. You have been requested to perform a review of the general controls of 
Bamboo (Pty) Ltd. 
 
The following information is relevant: 
 
 To assist you in your review, Ted Timber, the financial accountant, arranged for you to obtain 
his secretary, Sally Marantis’s password, to gain access to the accounting applications. She 
informed you her password was “SALLY” and that her password would never have to be 
changed. 
 
 
YOU ARE REQUIRED TO: 
 
MARKS 
 
a) 
 
Propose relevant controls that should be implemented to establish appropriate 
password control. 
 
 
(4) 
 
 
Total marks 
 
(4) 
